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PART A —- ESSAY QUESTIONS 
(Each question is worth equal marks for a total of 60 marks) 


Candidates MUST answer ANY THREE (3) of the FIVE (5) essay questions in the 
Answer Book provided. 


Question 1 


Critically discuss the extent to which the treatment of goodwill arising on consolidation under 
IFRS reflects each of the Framework principles of faithful representation and relevance to 
decision making? In what way, if at all, is the treatment of “negative goodwill’ inconsistent with 
the treatment of normal goodwill? 


Question 2 


What is a business model and how do you identify it from annual reports? Discuss also how 
you would analyse the business model of a university. 


Question 3 


Which of the two theories of accountability do you find most convincing for their plausibility in 
explaining accounting disclosures. Critically discuss the assumptions made by the theories 
when answering this question. 


Question 4 


Critically review how the valuation of long term liabilities such as pension fund obligations are 
treated differently under historical cost, IAS 29 and fair value accounting. 


Question 5 


Evaluate the significance in accounting ethics of the concept of integrity and demonstrate a 
clear understanding of each of the main the ingredients of integrity by briefly explaining each 
one. 
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PART B — MULTIPLE CHOICE QUESTIONS 
(Each question is worth 1 mark for a total of 10 marks) 


Candidates MUST answer ALL TEN (10) Multiple Choice questions on the Answer Sheet 
provided on Page 6 of this examination paper. You are required to indicate the best of the 
three alternative answers in each case. 


A social contract is the key ingredient in 


(a) Signaling theory 
(6) Institutional theory 
(c) Legitimacy theory 


ANT bought XER 5 years ago for $234million. YUT has offered to buy it for $89million and FG 
has offered $96million, both offers still being open at ANT’s year end. A similar firm to XER is 
on the market for $100 million. The consumer price index 5 years ago was 250 but at the last 
year end it was 300. Answer multiple choice questions 2 and 3 in the light of this information 


2. 


280,800,000 is the valuation of XER under 
(a) CPP 
(b) CCA 


(c) FVA level 3 
100,000,000 is the valuation of XER under 


(a) CCA 
(ob) FVA level 1 
(c) FVA level 2 


<IR> has one type of capital that is the same as in traditional accounting, namely 
(a) manufacturing 

(6) financial 

(c) intellectual 


Tests of value relevance are also tests of 


(a) the efficient market hypothesis in the strong form 
(6) information content 
(c) the capital asset pricing model 


If a decision is made on the basis of easily recalled data only, it may be affected by 


(a) the availability heuristic 
(6) the representativeness heuristic 
(c) anchorage and adjustment 


10. 
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Under IAS 20 


(a) All grants must be expensed 


(6) Grants directly attributable to the production of asset may be capitalized as a 
deduction from the cost of the asset 


(c) Grants directly attributable to the acquisition of an asset may be capitalized and 
treated as an addition to the assets 


Goodwill arising on consolidation 


(a) is to be amortised to OCI as quickly as possible 
(6) is to be classified as one of the intangible assets 
(c) is part of the investments in subsidiaries total 


Under CPP and CCA during inflation a firm whose adjusted payables exceed its 
receivables will report 

(a) losses from holding monetary items 

(6) gains from holding monetary items 

(c) transfers to purchasing power reserve account 


Professional integrity involves 


(a) ethics of conviction 
(6) never telling lies 
(c) client confidentiality 
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PART C— FACT OR OPINION QUESTIONS 


(Total of 30 marks; % mark for each correct identification, 1 mark for a good brief 
rationale in each case) 


Candidates MUST answer ALL Twenty (20) Fact or Opinion questions on the Answer Sheet 
provided on Page 7 with an F if you believe the statement is a statement of fact OR with an 
O if you believe it is a statement of opinion. DO NOT say it could be either. 


— 


Profitability is compatible with illiquidity and with sustainability. 


2. ABBB credit rating is higher than an AA one. 

3. | Accountancy is based on the assumption that people cannot be trusted. 

4. The CEO of Enron showed great remorse after being imprisoned. 

5. North Korea is a Communist country. 

6. Donald Trump has many related party transactions in his businesses. 

7. Fair value accounting for derivatives has been blamed for volatility in the stock market. 
8. Fair value accounting causes market volatility. 

9. Social capital can always be described but only sometimes be measured. 

10. There is no such thing as a free lunch. 

11. Verifiability is a key postulate in accounting. 

12. John Spice is 2 metres high. 

13. John Spice is quite tall. 

14. SDA show a contingent liability for legal costs in the notes to their 2016 accounts. 

15. We believe there is a 7% probability of having to pay this claim. 

16. Natural capital cannot be owned by any legal entity except the government. 

17. Good is the opposite of bad so negative goodwill can be called badwill. 

18. A prospect of a 5000 loss weighs more heavily in most business decision making than 


the prospect of a 5000 gain. 


19. You cannot demonstrate due care in looking after a client’s affairs unless you care deeply 
about your client's affairs. 


20. In evaluating someone's ethics actions speak louder than words. 
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Name: 


Student number: 


PART B — MULTIPLE CHOICE QUESTIONS ANSWER SHEET 


Circle the letter of your choice next to the corresponding question number. 


Question No. Answer 
1. a b Cc 
2. a b Cc 
3 a b Cc 
4 a b Cc 
5 a b Cc 
6 a b Cc 
7 a b Cc 
8 a b Cc 
9 a b Cc 
10. a b Cc 
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ANSWER SHEET FOR PART C — FACT OR OPINION QUESTIONS 


Answer ALL Twenty (20) questions with an F if you believe the statement is a statement of fact 
OR with an O if you believe it is a statement of opinion in the column next to the question number. 
Do not say it could be either. You should add a BRIEF reason for which credit will be given in the 
case of any clear and correct reasoning even for wrong answers. 


Question No. | Answer Reason 


1 


2 


3 


20 


Please remember - This examination paper MUST BE HANDED IN. Failure to do so will result in the 
cancellation of all marks for this examination. Writing your name and number on the front will help us confirm 
that your paper has been returned. 
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